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EXECUTIVE SUMMARY 


A. B ACKGROUND . Two methods are utilized to provide the components/sub¬ 
systems for a Government contract: contractor-furnished equipment (CFE) 
or Government-furnished equipment (6FE). DAR 13-201 states it is the 
general policy of the Department of Defense that contractors will iurnish 
all equipment required for the performance of Government contracts. How¬ 
ever, the Government should furnish equipment to a contractor when it is 
determined to be in the best interest of the Government by reason of 
economy, standardization, the expediting of production, or other appro¬ 
priate circumstances. The subjective nature of many of the factors in¬ 
volved in making such a determination requires a disciplined objective 
analysis to produce a defensible rational business decision. 

B. STUDY OBJEC TIVE. The objectives of this study were to (1) identify 
factors affecting the decision to use CFE or GFE; (2) develop a general 
model of the CFE/GFE decision process; (3) identify decision aiding tech¬ 
niques appropriate for CFE/GFE analysis; and (4) to recommend a decision 
aiding methodology. 

C. R EPORT RATIONALE . Research began with a literature review of CFE/GFE 
decisions and analysis techniques. Recent CFE/GFE approach decisions were 
reviewed and interviews conducted with personnel involved in the decisions. 
The CFE/GFE decision process model was developed from these sources. 

D. CONCLUSIONS AN D REC OMMEND AT IONS . The decision to use either CFE or GFE 
is highly situation dependent.” The primary advantage of GFE is potential 
cost savings, but its use increases the Government management costs and ex¬ 
posure to contractor claims. CFE maintains the contractor's responsibility 
for contract performance by payment of overhead and profit/fee for his 
management of component/subsystem requirements. Choices between CFE/GFE 
are often made without determining the full economic effects because of the 
difficulties involved in quantifying the factors. It is recommended that 

a DARCOM policy on GFE be established to include guidance on conditions 
for use of GFE. Proposed elements of policy and guidance on conditions 
for use are included in the report. DARCOM should consider the use of a 
structured technique for performing applicable CFE/GFE analyses. An 
example of a structured technique, hierarchical decomposition, for perform-, 
ing this analysis is included. 
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CHAPTER I 


INTRODUCTION 


A. BACKGROUND . 

Two alternative means of procuring the integral components/subsystems 
for a weapon system are by including them in the prime contractor's con¬ 
tract as contractor-furnished equipment (CFE) or by a procuring activity 
providing them as Government-furnished equipment (GFE). Under the first 
option, the prime contractor has total system responsibility to include 
acquisition, integration and delivery of components/subsystems according 
to the terms of the contract. Conversely, the Government assumes responsi¬ 
bility for timely delivery of conforming material for integration into the 
end item when the GFE strategy is utilized. Permutations on either method 
occur but the general case is still a choice between CFE or GFE. 

The general policy for the Department of Defense stated in DAR 13-201 
is for the contractor to furnish all material required for the performance 
of Government contracts unless it is determined to be in the best interest 
of the Government by reason of economy, standardization, the expediting of 
production, or other appropriate circumstances. Neither the DAR nor Depart¬ 
ment of Army (DA) publications provide a methodology for assessing any one 
or combination of these factors to determine if the expected outcome of 
using the GFE option would be in the Government's best interest. 

Regulatory guidance does exist to the extent of establishing policies 
to utilize long supply and excess stocks as Government-furnished materialJ 

^Department of the Army, US Army Materiel Command Regulation 70C-42, 
Furnishinq of Long Supply and Excess Stocks as Government-Furnished Material 
lGFM}_, 24 January 1975, p. 1. 






and for including plans in system/major items of equipment procurement 
programs to assume the responsibility for directly procuring as GFE selected 
items which were initially CFE.^ OAR guidance on Component Breakout is 
limited to decisions dealing with whether components that have been in¬ 
cluded as contractor-furnished material in a previous procurement of the 
end item should be "broken out." This guidance specifically excludes the 

initial GFE decisions that must be made at the inception of a procurement 
3 

program. 

In the component breakout situation, guidelines are provided,^ the use 
of which is tempered by the acknowledgement that the resulting answers will 
generally be judgemental. If this is the recognized situation for an item 
on which procurement and production history exists, then there is little 
likelihood that the initial acquisition approach decision for a component 
yet to be developed will be straight forward. In some cases not only find¬ 
ing the answers but knowing the appropriate questions to ask to determine 
the significant factors and risks involved will be an exercise dependent 
on expert opinions. The subjective nature of many of the factors involved 
in the choice between CFt or GFE coupled with the inherent uncertainty 
requires a disciplined objective analysis to assume a defensible rational 
business decision. 

2 

Department of the Army, US Army Materiel Development and Readiness 
Command Regulation 700-97, Standard Integrated Support Management System , 
with Change 1, 16 November 1978, p. 6-1 

3 DAR 1-326.1 (a) , p. 1:60. 

4 

See DAR 1-326.4, pp. 1:61-63. 
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B• OBJECTIVES OF THIS STUDY . 

The objectives of this study were to: 

1. Identify factors influencing the decision to use either the CFE or 
6 FE option for subsystem/components in system procurements. 

2. Develop a model to assist in the decision process of choosing the 
appropropriate acquisition approach. 

3. Identify decision aiding techniques for analysis of cost and other 
factors under uncertainty. 

4. Recommend a CFE vs GFE decision methodology for use by DARCOM. 

C. SCOPE . 

1. The scope of the study includes the variables and processes used by 
program management personnel for performing an analysis to select an acqui¬ 
sition approach, CFE or GFE. The study identifies factors and costs relevant 
to the decision and discusses significant points relative to their analysis. 
While the primary orientation of the study is towards decisions on develop¬ 
mental components/subsystems for weapon systems or major end items, many of 
the factors and techniques discussed may be applied to production CFE/GFE 
decisions. The guidelines presented in the following chapters are not a 
"cookbook" but rather a set of generalized factors (determinants) from which 
program management personnel can select those factors appropriate to the spe¬ 
cific program to be analyzed. In view of the uniqueness of each system,'s 
environment, both the factors and uncertainty analysis technique presented 
are sufficiently flexible to accommodate the addition/deletion of elements 
according to individual system requirements and constraints. 

2. The use of "he" "his" in this publication represents both the 
masculine and feminine genders unless otherwise specifically stated. 
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0. TERMS EXPLA INED. 

For purposes of this report, the following definitions are used: 

1. Contractor-Furn is hed Equipment (CFE). (DARCOM-R 700-97) Equipment 
acquired or manufactured by the contractor for use in the system or end 
item under contract. 

2. Equipment . (OARCOM-R 700-97) Major component or subsystem incor¬ 
porated into or attached to a weapon system or major end item essential to 
the operational capability and readiness of the system or end item. 

3. Government-Furnished Equipment (GFE) . (DARCOM-R 700-97) Equipment 
in the possession of, or acquired directly by the Government and delivered 
to the contractor for integration into the system or end item. 

4. P rogram Management . All levels of Army Acquisition management, to 
include actions by Readiness and Development commands elements through 
Product and Project Management Offices. 

E. STUDY METHODOLO GY. 

1. Research Design . 

Research began with a review of recent literature on CFE, GFE, 
acquisition approach decisions and analysis techniques. Regulatory and 
policy guidance issued by D00 and Army, Air Force and Navy elements were 
also examined. These reviews provided an understanding of the current 
direction in CFE/GFE. 

Recent CFE/GFE approach decisions were reviewed to determine the 
factors considered in the decision and the type of analysis used. This 
effort was combined with interviews of program management personnel regard¬ 
ing CFE/GFE decisions and the impact of those decisions on the affected 
acquisition. 





Based on the results of the research efforts, a model of the over¬ 
all concept of CFE/GFE acquisition approach was developed. The model has 
been generalized to serve for all types of weapon system and major end item 
acquisitions in which a decision for choosing a CFE/GFE approach is required. 
Incorporated within the model is a method of analysis which can be tailored 
to accommodate variations in individual program environments and require¬ 
ments. Recommendations for accomplishing the CFE/GFE decision process with¬ 
in DARCOM are included. 

2. Report Organization . 

This study is presented in five chapters. 

a. Chapter I presents the background of the CFE/GFE decision re¬ 
quirement and the scope of the study. 

b. Chapter II discusses the advantages and disadvantages of CFE 
and GFE, and reasons to consider using the GFE approach. 

c. Chapter III provides a model of the decision process and dis¬ 
cussion of general factors. 

d. Chapter IV relates the model to several analysis techniques 
with a detailed discussion of hierarchical structure analysis. 

e. Chapter V contains conclusions and recommendations. 
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CHAPTER II 


COMPARATIVE ADVANTAGES 
OF CFE/GFE 


A. GENERAL . 

The DAR's support for using the Government-Furnished Equipment approach 
is conditioned by the requirement that it be in the Government's best inter¬ 
est, and by the notice "It is the general policy of the Department of De¬ 
fense that contractors will furnish all material required for the perfor¬ 
mance of Government contracts..."^ With these conditions in mind, it is 
easy to understand the perception of program management personnel that the 
use of the CFE option is the simpler choice since it is preferred. The 
savings that GFE may create by reducing add-on costs (e.g., contractor pro¬ 
fit, general and administrative expense, material burden) is considered a 
tenuous benefit when weighed against the potential for increasing program 
management problems. Use of GFE raises management's concern that workload 
will be increased without corresponding increases in assigned manpower, and 
cause configuration management difficulties.^ 

Yet, three proqram offices that chose to aggressively pursue 
the GFE option through effective component breakout programs, have incurred 
estimated savings of $113 million to $138 million.^ While achieving these 
savings, the program offices did not find manpower or data requirements 

DAR 13-201, p. 13:6. 

^Department of the Air Force, Air Force Audit Agency, Summary Report of 
Audit 807510, Co mponent Breakout in Weapon Systems Acquisition , 17 Dec 80, 
pp. 5-6. 

^ Ibid , p. 2. 
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to be constraining factors.® 

Choosing an acquisition approach, CFE or GFF, should be done with an 
understanding of the advantages and disadvantages of both and conditions 
which may engender either's use. This chapter will discuss these considera¬ 
tions with the objective of clarifying the applicability of each approach. 
The order of precedence, CFF/GFF, is reversed in the following discussion 
only to illustrate the complexities of GFE. This reversal, as is true with 
the entire study, is not meant to show a preference for either approach. 

B • GOVERNMENT -BU RNISHED EQUIP MENT. 

Property as defined in DAR 13-101.1 consist's of five categories: ma¬ 
terial, special tooling, special test equipment, military property, and 
facilities. Government-furnished property (GFP) is property in the posses¬ 
sion of, or acquired directly by, the Government and subsequently delivered 
or otherwise made available to the contractor. 9 Government-furnished equip¬ 
ment is a subset of GFP consisting of a major functional unit, assembly, 
module or major end item of equipment. 10 

A primary characteristic of GFE is its identification as an individual 
subsystem in one or more systems. As such, its separate identity permits 
independent development, fabrication, and shipment for integration by the 

prime contractor into a system or major item of equipment. 11 

_ 

Ibid, p. 6. 

9 DAR 13-101.?, P. 13:2. 

I department of Army, 0ARC0M Regulation 700-97, Standard^Integrated 
Support Management System, 16 November 1978, p. A4-5*. 

II B. D. Dillard and P. D. Inscoe. Identification and Definition of the 
Management Cost Elements for Con tract orBurhisTjecT an cf~ ~Gbvernm§nf-TurhTsfied 
Equipment 7AFIT - Thesis, 1978), p. 2-3. 
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Generally, providing GFE is the Government's prerogative and entails the 
selection of which equipment will be GFF. as well as supplying it to the 
prime contractor. Should the Government choose to use GFE, it has effec¬ 
tively intruded upon the functions of the prime contractor thereby assuming 
a share of the responsibility of his performance. To undertake such re¬ 
sponsibility, GFE should offer some advantages to the Government, and con¬ 
versely disadvantages should be anticipated. It should be recognized some 
advantages can also be disadvantages, however, management philosophy or other 
considerations dictate which viewpoint the program management personnel take 
in the decision process. 

1. Advantages of GFE. 

An advantage normally considered as resulting from the use of GFE is 
cost savings. By displacing the prime contractor, the Government expects to 
save those direct and indirect costs, and their related profit/fee contribu¬ 
tion, it would otherwise pay a prime contractor to manage a subcontract for 
a subsystem. The contract cost areas in the measurement base which may be 
reduced include material, material burden, and general and administrative 
(G&A) expenses. Potential savings from profit/fee are dependent upon the 
profit/fee ^ate and the measurement base the rate is applied to. A recent 
study found the average profit/fee negotiated on Army research and develop¬ 
ment contracts is 1.71 and 10.O'* for production contracts.^ Even though 
the percentage of profit/fee for the total contract or for an individual 
cost element may not be reduced, each dollar removed from the measurement 
base would result in a decrease in the absolute value of profit/fee dollars. 

—- 

G. Klopp, Army Procurement Research Office, APRO 81-01, W eighte d 
Guidelines Tren d Anal ysis (Draft Study - January 1981), Appendix I. 
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While a reduction in the contractor's total cost base for an individual 
burden rate may raise the rate, thereby mitigating the effect of the cost 
reductions, this would only decrease the realized savings proportionally, 
not in their entirety. 

In those instances where the prime contractor would have directly pro¬ 
duced the component or subsystem, GFE promotes the spreading of the pro¬ 
curement base. Use of diversified contractors to provide material would 
serve two functions. First, as a long range objective, it would assist in 
the effort to revitalize the defense industrial base. While the major 
system contractors have been maintained by low rate production and foreign 
military sales, the overall defense industry capability has deteriorated. 

At the lower tiers of the defense industry there has not only been a deter¬ 
ioration in efficiency but a steep decline in the number of sources willing 
to do defense work. In conjunction with other initiatives, use of GFE would 
provide opportunities to broaden the participation of lower tier contrac¬ 
tors. 13 Secondly, diversification of contractors supports the use of com¬ 
petitive procurement techniques. The introduction of competition is signi¬ 
ficant because of its demonstrated effect on price. Recent analysis has 
found median savings ranging from 11. 9% to 24.3%^ when material is converted 
from sole source to competitive procurement. 

^"Industry Base: GAO, Others Continue Strong Support for Increasing 
Use of Multiyear Contracts," Federal C ontracts Report , 859 (Dec 1, 1980), 
pp. A3-4. 

^Charles Smith and Charles Lowe, Army Procurement Research Office, 

APRO P-5, Sole Source and Competitive P rice Trends in Spare Parts Acquisi ¬ 
tion (Draft Study - January 1981). 







Another potential advantage of GFE is that the Government retains 
management control over product design. Unlike the case in which the prime 
contractor is fully responsible for technical direction, the Government is 
able through GFE to directly monitor or influence design specifications 
for development and production of the system. 16 GFE supports the competi¬ 
tive development selection of the "best" subsystem based on Government ob¬ 
jectives without a prime contractor's possible bias towards an in-house 
candidate. 

If the Government has required the prime contractor to indicate 
what the cost would be for equipment planned as GFE, it has generated a 
potential negotiating point to reduce the cost of CFE. Considering the 
administrative workload and increased Government responsibility (discussed 
under GFE Disadvantages below) which may be incurred with GFE, it may be 
beneficial to attempt to reduce any cost differential between CFE and GFE 
options. With the price/cost data available from the GFE proposals, the 
Government's negotiating power with the prime can be applied. 16 

2. Disadvantages of GFE . 

As mentioned earlier, the use of GFE is often disregarded because 
of the perception that it entails an inordinate increase in the Government's 
administrative workload. While the magnitude may be over-emphasized, the 
fact that GFE requires more management cannot be disputed. GFE places the 
Government in the position of a supplier of material as well as a buyer of 

f§ 

M. Robert Seldon, Life Cycle Costing: A Better Me thod of Governmen t 
Procurement (Boulder, CO: Westview Press, 1979),' p. 63b 

16 

Department of Navy, Navy Ships Systems Command, CFE/GFE Policy Study 
Final Report (June 1067), p. V3. 
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the system. Starting with requirements determination through production, 
inspection, acceptance and delivery of the product to the prime contractor, 
the Government is responsible to provide timely, conforming material. Few 
defense agencies have (and are unlikely to get) the staff necessary to 
perform the increased coordination^ when the GFE is material for other 
than stock. 

There is a technical risk of GFE not conforming at the time of 
delivery with a system specification which has fluctuated from the original 
baseline the GFE was produced to or failing to interface with the system. 

This has a twofold impact. First, as a continuation of the increased admin¬ 
istrative workload in providing GFE, resolution of GFE-connected difficulties 
will consume the time of engineers and managers. With the manpower ceilings 
and severe shortages being experienced in the scientific and engineering 
fields by defense activities, the ability to respond to and to solve such 
problems is possible only by forgoing other tasks. Secondly, the cost of 
any modifications or retrofits to originally cor.forming GFE will be the 
Government's either as a direct cost or a claim from the prime contractor. 

In addition to claims for modification or retrofit work, the system 
contractor may be able to justify claims against the Government for in¬ 
creased costs due to such GFE related problems as: 

- Delay 

- Disruptions and Production Inefficiencies due to late GFE 

- Repair of Defective GFE 

17 

Seldon, op. cit ., p. 636. 
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- Late Availability of Design Information 

- Insufficient Stocks of Spare Parts and Test Equipment ° 

Even though a System Integration Clause may preclude some of Govern¬ 
ment's liability, claims resulting from late delivery or non-conforming ma¬ 
terial might still be submitted.^ Of equal concern in a claim situation, 
is the opportunity afforded the contractor to escape responsibility for his 
own mistakes or failures. A GFE problem may so obscure a contractor's in¬ 
adequate performance that he is able to avoid any penalties and potentially 
correct his mistakes, under the guise of being GFE related, at the Govern¬ 
ment’" expense in terms of time and dollars. 20 
C. CONDITIONS FOR THE USE OF GFE . 

The existence of certain conditions or a combination of them may prompt 
the consideration of using GFE. Some of the reasons often given for using 
GFE 21 include: 

- Standardization 

- Logistics Support 

- Configuration Control 

- In Stock in Long Supply 

- Single Source 

- Long Leadtime Components 

- Reduction of Cost 

- Equipment Complexity 
' Tft 

Department of Navy, 0 £. cit. , pp. 1:6-1:7. 

^F.W. Helwig and W.B. Williams, Amy Procurement Research Office, 

APRO 506, Evaluation of the System Responsibility Concept (Unpublished 
Study - February 1975)*, p. 2.7. ~ 

?o 

Department of Navy, op. cit., p. 1:7. 

^Department of Navy, op. cit. , PP. III.1-III.9 








Several of these within the scope of a given procurement may justify 
GFE. If the expected cost saving is sufficient to overcome the total cost^ 
and increased liability the Government will incur with GFE, cost saving alone 
may warrant its use. With the long leadtimes prevalent with many defense pro 
ducts, the Government may be in a position to offset lengthy delivery sched¬ 
ules by procuring GFE before award of the system contract. The complexity 
of an item may make it a GFE candidate if the prime contractor is reluctant 
to either accept the design development and cost risks involved or only with 
the inclusion of unacceptably high dollar contingencies. With the omni¬ 
present requirement to weigh net cost savings against increased liability, 
providing GFE from excess or long supply, or by direct procurement from a 
sole source may be valid options. 

On the other hand, issues such as standardization and logistic support 
are really functions of the selection of equipment included in a system 
rather than the method the equipment is procured by. Likewise, the effec¬ 
tiveness of configuration control is a mutual obligation of the Government 
and the prime contractor and would involve the er, f ire system, not only se¬ 
lected equipment. 

D. CO NTRACTOR-FURNISHED EQUIPMENT . 

From a physical and functional viewpoint, there is no difference be¬ 
tween equipment being provided as CFE or GFE.^ 3 The difference lies in th 2 
obligation for delivery of conforming material remaining with the contractor. 

22T ~ 

See Chapter III for discussion of the com|. ts of GFE cost. 

23 

Dillard and Inscoe, op. cit, , p. 3. 
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Since the pros and cons of using CFE are generally the reverse of GFE, 
fhey will only be summarized here. CFE allows the Government to avoid the 
responsibilities it would bear as a supplier of material. This reduces the 
Government's exposure to claims while maximizing the contractor's burden to 
demonstrate that any problems were beyond his control. The diminished 
commitment in personnel to handle administrative tasks and resolve CFE re¬ 
lated technical or management problems will allow the manpower resources 
to be applied to their original missions. These advantages are "bought" by 
the increased rost», overhead and profit/fee paid the system contractor to 
perform the role: and assume the risk: the Government would have had with 
GFE. The loss of potential cost savings and Government management control 
over system design and production are two major disadvantages of CFE. 

E. SUMMARY . 

This chapter has discussed advantages and disadvantages of both 
approaches, CFE and GFE. The reduction of cost and increased Government 
control are the primary advantages of GFE but they must be weighed against 
the increased responsibilities the Government has as a supplier and the 
increased exposure to contractor claims. CFE has the advantage of leaving 
the prime contractor fully responsible for his performance but at the cost 
of paying the contractor to perform the equipment acquisition function. 

This discussion was intended to acquaint the reader with some of the diffi¬ 
culties and consideration involved in choosing an acquisition approach. 





CHAPTER III 


CFE/GFE DECISION MODEL 

A. GENERAL . 

While the basic process of selecting either CFE or GFE as the more appro¬ 
priate means of supplying subsystems and components is relatively simple, 
the complexities that may be added to the selection process are highly situ¬ 
ational dependent. These complexities will vary with such conditions as 
program or command policies, decision level thresholds or external concern 
(e.g., Congress); moreover, the decision will be influenced by the type and 
availability of data. This chapter presents general moaels for the selection 
process, an analysis approach, and a discussion of CFE/GFE analysis factors. 

B. CFE/GFE APPROACH SELECTION PROCESS. 




In its simplest form, the process of making a decision to use either CFE 
or GFE can be performed in two phases as shown in the selection process model 
(figure 1). Th-s general model is subject to the addition of many interven¬ 
ing steps to accomplish management or policy (regulatory) objectives. How¬ 
ever, their Inclusion is dependent on diverse program, command or agencies 
requirements which are not known and therefore not considered herein. 
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The first phase of the process is a study of the system or major end item 
to identify equipment susceptible to being provided as 6FE. Criterion 2 ** to 
consider in selecting candidates might include: 

1. Standard Items/Common Use 

2. Items in Government Inventory 

3. Commercial Items 

4. Items being developed under Government contract 

5. Equipment to be developed 

6 . Combination of any of the above. 

Further screening of equipments for designation as GFE candidates should 
address whether the potential net cost savings will be sufficient to warrant 
further analysis or even immediate use as GFE. Immediate selection would be 
dependent upon the ability of the selection authority to determine that this 
action would not jeopardize the quality, reliability, performance or timely 
delivery of the end Item, 25 even though expected savings may be substantial. 

An example of an item identification methodology used by the Air Force is 
provided In the Appendix. Though the appendix Is Intended only as an example, 
this methodology has been studied for practicality and efficiency, and is 
considered the best available documented structured approach. 

Based on the outcome of the equipment identification step, the four possible 
courses of action in the second phase are shown in figure 1. First, If no 
equipment is identified as a suitable GFE candidate, the CFE approach will 
remain the sole procurement method. Secondly, even though candidates are 

^Department of Air Force, Air Force System Command/Air Force Logistics 
Command Regulation 800-31, Government-Furnished Equipment/Contractor-Furnished 
Equipment (GFE/CFE) Selection Process, Acquisition and GFE Management, 
TTJuly 19/9, p7 4. 

25 

DAR 1-326.2, op. cit. , p. 1:60. 
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found, no further analysis is performed because CFE (for whatever reason) 
is the preferred state. In the third course of action, the GFE option is 
chosen without further analysis on the basis of a combination of apparent 
significant net cost savings potential and no obvious factors which might 
jeopardize the prime contractor's performance. Finally, if the conditions 
for the third course are not that obvious, and neither of the other two 
choices are made, a more detailed analysis of the GFE candidates will be 
required in order to aid in a decision. The better approach may be re¬ 
commended on the basis of a rational presentation of the benefits and pro¬ 
blems involved with each alternative. 

A GFE decision may be required under two basic sets of conditions. An 
initial determination could occur during the conceptual, demonstration and 
validation, full-scale engineering development or first production phases in 
the life cycle of a system or major end item. Component breakout extends 
the decision through the production and deployment phase to components which 
have been included as contractor-furnished in a previous procurement of the 
system or end item,26 

From a practical standpoint, while a decision may be made at any 
time, the ability to implement them is dependent on the timing of the 
decision versus program schedules and administrative and production lead- 
times. The objective is to acquire and provide GFE without adversely 
impacting the prime contract schedule. The decision process must allow 
sufficient time for an equipment and acquisition approach selection as well 

_ 

DAR 1-326.1, p. 1:60. 
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as for Government procurement actions for those items designated to be GFE. 

Consideration of the life cycle phase of a system and its subsystem will 
help to determine which factors and subelements are appropriate to a par¬ 
ticular analysis. The type and amount of development still required, the 
extent of Government involvement in supporting the system contract, and 
the reputation of the prime contractor are examples of the environmental 
characteristics which influence factor/subelements selection. 

C. CFE/GFE ANALYSIS MODEL . 

The CFE/GFE analysis model (fig, 2) shows the decision being made from 
the analysis of both the CFE and GFE approach required in the fourth course 
of action of the selection process (fig. 1). Neither approach can be eval¬ 
uated by itself since determination of the costs or benefits of one requires 
it be compared to the costs and benefits of the other. Put another way, the 
decisionmaker must make a simulatneous evaluation of benefits and costs 


A nalysis r 
Required 



Technical Factors^ 
Management Factors 
Schedule Factors 
Cost Factors 
Logistic Support Factors 



Technical Factors 
Management Factors 
Schedule Factors - 
Cost Factors — 

Logistic Support Factors 



CFE/GFE ANALYSIS MODEL 
FIGURE 2 
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expected or foregone by choosing one course of action rather than another. 

The model is based on an analysis technique called hierarchical decom¬ 
position which is explained in more detail in Chapter IV. Briefly, this 
technique involves the decomposition of an area of analysis into its compo¬ 
nents and their subelements until the relevant costs, risks and/or benefits 
of each can be assessed. These anticipated outcomes can then be evaluated 
to determine their relative importance and any trade-offs. 

The factors depicted in the model are general categories in which the 
Government may incur costs or benefits dependent upon which acquisition 
approach is chosen. The proposed determinant factors are: 

1. Technical - the impact of technical (performance/design) aspects 
of the subsystem or system on other functions, e.g., interface requirements 
or quality assurance. 

2. Management •• Government management costs to accomplish management 
and administ^ative tasks, such as scheduling, and GFE procurement and con¬ 
tract administration; the ability of the Government to accomplish Govern¬ 
ment policy and regulatory objectives. 

3. Schedule - the risk a subsystem contributes to the system 
schedule and its variation according to acquisition approach used. 

4. Cost - Effect on costs based on source of supply, contractor or 
Government.. Includes net cost savings and cost risks. 

5. Logistics Support - Costs/benefits associated with how logistics 
support wii1 be provided. 

While the diversities encountered from program to program make it 
"27 

Gene H. Fisher, Cost C onsidera ti ons in System Analys is (Mew fork: 
American Elsevier Press Co, Inc., 197f), p. 52, 
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f. Which method is favored when the number of items to be acquired 
is considered? 

g. Which method better allows for Foreign Military Sales (FMS) 
considerations to be fulfilled. 

3. Schedule . 

Which method better provides the leadtime needed to meet the prime 
contractor's schedule requirements? 

4. Cost . 

a. Which method handles the program's funding constraints better? 

b. Which method is more cost effective (e.g., how does the contrac¬ 
tor's overhead cost compare with the cost of any additional Government re¬ 
sources that would be needed if the item was supplies as GFE)? 

c. Which method better exploits the unit-price savings resulting 
from competition? Are there several vendors who can supply the selected 
item? 

d. Which m *hod promotes the acquisition and use of productivity 
enhancing capital equipment by a contractor? 

e. Which method has a more acceptable degree of cost risk? 

5. L ogistics Support. 

a. If an item is not in the DOD inventory and is non-supportable, 
which method of acquisition would be the most advantageous to the Government 
for providing logistics support elements (such as technical data and spares) 
after it is supplied? 

b. Which acquisition method better provides for maintaining the 
item after delivery to the contractor? 

c. If an item is available in the DOD inventory, can it be kept in 
a holding account until needed? Are there enough spares and repair parts 
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to support the additional operational requirements? Which acquisition 
method do these considerations favor? 


The subelement of Government management costs under the cost factor 

warrants further discussion. The CFE/GFE management costs shown in figure 

3 and 4 were identified by AF program management personnel involved in CFE/ 

GFE decision making as relevant to management cost analysis. Even though a 

29 

majority of the costs were judged to be impractical to use, this listing 
does point out the types of Government resources involved in GFE management. 
While the obvious difference between the Government costs for CFE (figure 3) 
and GFE (figure 4) are the added costs under the title Project Office, it 
must be emphasized that many of the repeated costs in other Government offices 
will be influenced by the use of GFE. 

A more specific listing of the types of tasks the Government may be invol¬ 
ved with in the GFE case include those ""urce costs: 

... relating to requirements 'nation, order processing, 

procurement. Item cost, tra on, receiving and storage, 

invoice and payment process...it returns, repackaging, 
distribution, inspection and quai,^ -ontrol, and disposal of 
obsolete and excess stock. Also included are indirect costs 
associated with personnel support, depreciation, and interest 
on investment in cash, receivables, inventory, and real and 
personal property. 30 

These costs and the ability to measure their variance due to using GFE 
will vary from command to command. The intent of this discussion is not to 
direct their use or set forth how much weight they should be given in an 
analysis, the objective is only to identify costs which influence the total 
cost or benefits of using either CFE or GFE. 

Dillard and Inscoe, op. cit. , pp. 50-51. 

3 ^GA0 Report B-178214, Uninformed Procurements Decisions for Commercial 
Products are Cost ly, p. 3. ‘ 








Source: Figure 4.2., Dillard and Inscoe, op. cit. , pp. 35-36. 
















Source: Figure 4.1., Dillard and Inscoe, op. cit. , pp. 33-34. 









D. SUMMARY . 

The CFE/6FE selection process is a two phase procedure. First, equipment 
suitable for being provided as GFE must be identified. Secondly, the 
acquisition method for the selected equipment must be evaluated to determine 
the most effective approach. The factors and subelements involved in the 
analysis will vary according to the equipment and organizations Involved. 
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CHAPTER IV 


ANALYSIS TECHNIQUES 


A. GENERAL. 

The CFE/GFE decision model provides a framework for the user to identify 
the variables (factors) for a specific analysis. Various analysis techniques 
must then be appliec to the model to provide the decisionmaker with a ration¬ 
al basis to choose CFE or GFE. The analysis for a CFE/GFE decision can be 
very simple, amounting to no more than an estimation of the profit paid the 
prime contractor to manage subcontracts. In fact, there is evidence that this 
is the primary means of assessing management costs.Conversely, the analysis 
can legitimately require the efforts of a project team just to determine what 
factors and subelements should be included. This chapter discusses some of 
the types of analysis that might be used, and provides further explanation 
of the hierarchical decomposition approach to decision aiding. Because the 
actual analysis should be accomplished by analysts familiar with the intri¬ 
cacies of each technique, the intent of this chapter is only to suggest 
alternative methods. The chapter will not give a full treatment to each 
type of analysis method. 

B. AN ALYSI S TECHNIQUES. 

The use of a disciplined analysis technique to assist in the CFE versus 
GKE decision provides a methodology to rationally assess the applicable 
factors. Even though many of the factors may result in subjective responses, 
their systematic evaluation provides a basis for a defensible decision. 

31 " 

Dillard and Inscoe, op. cit., p. 57. 




Depending on the complexities of the analysis required, several techniques 
may be applicable. The choice will depend on the type and availability 
of data to be used, the factors involved, e.g., cost only or cost and one or 
more other factors or factors other than cost. Some analysis may require 
a combination of techniques. The following are suggested as potential tools 
to use in the decision aiding process. 

1. Analogy - The simplest analysis is to compare the item under 
consideration to another which is or was GFE. If both share some charac¬ 
teristics, e.g., technical and cost similarity, it can be inferred they 
will probably agree in other ways. Therefore, if one item was successfully 
used as GFE, a like item in similar circumstances should have comparable 
success. Such judgements have the advantage of providing a fast analysis 
but with a rather limited scope since dynamics of the situations are ignored. 

2• E conom ic An alysis. 

Economic analysis is a systematic approach to identify the benefits 
and other outputs and costs associated with alternative ways of accomplishing 
a given program. DODI 7041.3, Economic Analy sis and Pr ogram Evaluation for 
Resour ce Man agem ent, provides general guidelines on the criteria for Its use 
and its methodology. It is basically oriented to the concept of economic 
analysis, and periodic reviews and updates. 

3■ Uncertainty Analysis. 

Economic analysis may be considered a subset of uncertainty 
analysis. Uncertainty analysis adds the scope of assessing the risk Involved 
with a specific course of action in terms of cost, schedule and performance 
to determine the probability of realizing the program's objectives. This 
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provides a means of quantifying uncertainty. An outline of uncertainty 
assessment techniques can be found in Decisions and Designs, Inc., H andbo ok 
for Decision Analysi s or DARCOM Handbook H-l.1-79, Army Progr ams D ecis ion 
Risk Analysis (DRA ) Handbook. 

4. Hier archical Dec omposition.^ 

Hierarchical decomposition is a methodology for analyzing a complex 
problem by decomposing it into manageable subelements. It is explained in 
more detail than the other techniques because it is not that well known. More¬ 
over its flexibility lends itself to such analysis as the CFE/GFE decision in 
which a variety of different factors are involved under conditions of uncer¬ 
tainty. The CFE/GFE analysis model utilizes the hierarchical structure be¬ 
cause of its adaptability. 

With differing values (dollars, performance, time, etc.) and uncer¬ 
tainties for the factors and subelements involved in a particular CFE/GFE 
decision, It becomes extremely difficult to assess the outcome of the end 
alternative (CFE or GFE) directly. The objective of the hierarchical de¬ 
composition Is by continuing to decompose a factor to the point where the 
uncertainties of the subelements can be assessed, a recomposition back 
through the hierarchical structure (figure 5) will provide an overall 
assessment of the possible outcomes. The assessment is then used by the 
decisionmaker to select the best alternative. 

3T 

Scott Barclay, ot. al., Handbook for Decision Analysis (McLean, VA: 
Decisions and Designs, Inc., 1977TPP- 117-126. 
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Decision 



Note: This is an example only and meant to show how 

factors/subelements can be decomposed to a level where they 
can be assessed. 

EXAMPLE OF HIERARCHICAL STRUCTURE 
FIGURE 5 

Essentially the analysis can be accomplished in five steps. 

1. The most important factors (technical, cost, management, schedule, 
and logistics support) arc selected. A project team breaks these down to 
the relevant subelements with supporting rationale. 

2. Criterion to evaluate the subelements by are then established. 

3. Each subelement is assessed on the basis of its outcome. 

4. The outcomes are then weighed according to their importance and 
trade-offs analyzed. 

5. Results of analysis are determined and supporting rationale 
developed. 
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This methodology has several advantages. It is flexible, the explicit 
relationships are documented as well as analyzed,and its rationality con¬ 
tributes to its defensibility. Since the problem is reduced to its sub¬ 
elements, individuals knowledgeable in those areas can contribute their 
expertise without necessarily contributing to the full question. Both 
qualitative and quantitative data can be incorporated into the analysis. 

C. SUMMARY . 

The choice of an appropriate analysis technique for CFE/GFE decision 
aiding will depend on the extent and type of data available and complexity 
of the situation involved. Analogy is a simple technique to use, especially 
If the time available for analysis is limited, but is inadequate in its 
ability to assess differences between the items being compared. Economic 
and uncertainty analyses are more powerful tools which can measure the 
expected outcome of a decision in terms of costs or benefits and with 
consideration of the uncertainties involved. Hierarchical decomposition is 
an example of a flexible analysis technique suited to CFE/GFE analysis which 
requires the analysis of multiple dissimilar factors. 






CHAPTER V 


CONCLUSIONS AND RECOMMENDATIONS 


A. CONCLUSIONS , 

The choice between using the CFE or GFE approach is a highly situational 
dependent decision. The prime advantage of GFE is potential cost savings, 
but it may bring about increased management costs and the increased poten¬ 
tial for contractor claims. CFE serves to maintain the contractor's re¬ 
sponsibility for performance in return for payment of material overhead, 
general and administrative expenses, and profit/fee for equipment the 
contractor purchases or manufactures directly. 

The CFE/GFE selection process requires two determinations. First, 
equipment must be selected which is suitable for GFE. Secondly, CFE/GFE 
factors-technical, management, cost, schedule, and logistic support-for 
both approaches must be assessed to find the more effective option. 
Management costs most certainly accrue from the use of GFE, but they are 
difficult to quantify. Consequently, net cost savings for GFE are most 
often computed on the basis of estimated contractor profit/fee and other 
contract costs rather than full economic costs. 

Several techniques can be used to analyze a CFE/GFE choice including 
analogy, economic analysis and uncertainty analysis. A type of uncertainty 
analysis with the requisite flexibility for CFE/GFE decision aiding Is 
hierarchical decomposition. While recognizing both the quantitative and 
subjective analysis involved, the use of the forementioned techniques to 
conduct a disciplined systematic analysis of a CFE versus GFE choice will 
support a defensible decision. 
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B. RECOMMEN DATI ONS. 

1. It is recommended a DARCOM policy on the use of 6FE be established. 
At present, GFE is discussed only in terms of using excess stocks or for 
its management in the Standard Integrated Support Management System. 
Suggested extracts from AFSC/AFLC Regulation 800-31 to be used in develop¬ 
ing DARCOM guidance are provided at Appendix B. 

2. It is recommended the DARCOM Comptroller establish guidance on the 
cost of performing management functions, e.g., contract administration, 
engineering support and requirements determination, for use in analyzing 
management costs of using CFE or GFE. This guidance could also be applied 
to the analysis of inventory costs, realignment of materiel management 
assignments and other commodity command functions. 

3. It is recommended that the use of structured techniques such as 
hierarchical decomposition be considered for conducting CFE/GFE analysis. 









APPENDIX A 

IDENTIFICATION OF GFE CANDIDATES 

This appendix provide* an example of an item selection process used by the 
Air Force to find GFE candidates. This extract from AFSC/AFLC Regulation 
800-31 is intended only as a guide for development of selection criteria 
and analysis techniques appropriate to an individual system's requirements. 

4. Item-Selection Process. 

a. Review the program's requirements for equipment and its plans for 
managing equipment. 

b Review the questions on the item-selection checklist, and verify that 
they apply to orogram needs. 

c. Tailor categories and questions on the item-selection checklist to 
meet unique program requirements. 

d. Assign weights to each of the four categories (technical, schedule, 
logistics support, and cost). The weights should reflect each category’s 
importance to the program. We recommend that the points (weights) assigned 

to all categories total 100 Show these weights on the Item-selecoion summary 
worksheet. 

e. Assign a numerical value for the answer to each question. For example, 
you might assign a scene of ten to a completely satisfactory answer and a 
score of iero to a completely unsatisfactory answer. Questions within a given 
category can be assigned different, scores; more important questions should be 
assigned higher scores. 

T. Analyze each item, using information from the Equipment Lists, the 
technical authority responsible for the item and commercial catalogs. 

vl) Evaluate each item with the checklist, and record the scores on 
the item-selection worksheet (Fig A2-2). Add comments if necessary. You 
may use one worksheet to record results for several items. 
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(2) for eo,ch category, determine the highest possible score by to¬ 
talling the values you assigned (Step e above) to all of the questions in 
the category. 

g. Total the scores recorded in f(1) for each category. 

h. Divide the category total in g by the highest possible score in 
f(2), tc get a raw score. 

i. Multiply this raw score by the weight you assigned to the category 
(para d), to get the weighted category score. Record this score on the 
item-selection summary worksheet (Fig A2-2). 

j. Repeat the above process to get weighted category scores for each 
category. Total the category scores. 

k. Fill out the item selection summary worksheet (Fig. A2-2). 

l. Merely comparing scores does not always lead to a clear-cut decision. 
Therefore, before beginning this process you should consider: 

(1) If an item gets an unacceptable score on a high-priority question, 
should you disqualify it? 

(2) If an item gets an unacceptable score on a high-priority category, 
should you disqualify it? 

(3) If items receive comparable scores, how will you select an item? 

SOURCE: AFSCR/AFLCR 800-31, Government-Furnisher Equipment/Contractor- 

Furnished Equipment (GFE/CFE) Selection , rocess, GFE Acquisition 
and GFE Management, 13 July 1979. 






20 


A I' S< R/Al I (K HOO U 


Attachment 2 


13 July 1979 


luhlcA2 I lli iii Solii lmu fhecklisl 
Sftlkl IlfllNIfAl 

II.is the itoiii pievnmslv boon quuhln-d in moot ns inteiiiicil application? It not. what qualification 
losing will it loipmo ’ 

Ait- tlieie lost il.il.i tin each nt Iho billowing reliability anil maiuluinability (R&.M), survivability, 
vulnotabilily. Imman fattms? Is the availability ol these test data critical to the system’s schedule? 
Is the iit’in compatible with the systcm/pmgiam's cnvitoimiciital conditions (i.c., cotiosion, hu¬ 
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piodoct specification? 
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Will the item's characteristics affect the system’s maintenance philosophy? 

How many spares will be needed? Ate they available? If not, can they be bought in time to support 
the system’s schedule? 

What support equipment is required to support the item? Is it available in the inventory? 

If the item is in inventory, how will it be supported, i.e., is the repair-pipeline time compatible with 
the system’s development schedules? 

Is the item’s shelf life compatible with the system’s maintenance concept? 

If the item is a commercial item, how will it be maintained? Are T.O-t available? 

Can we support the item throughout the expected life of the system? 

Who will maintain the item? Who will repair it? 

Will increasing demands affect recoverability or level of repair? 

Will existing technical data for the inventory item be impacted by the new system? 

COST 


For inventory items, what is the requirement to pay back the Inventory? ' ■.' 

What are the transportation, handling, and storage costs? 

For a commercial item, will a quantity buy give savings? 

Does the item require releasing funds early to meet the system schedule? Is long-lead funding 
possible? 

What is life-cycle cost impact? (See Atch 1.) 
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AcyuismoN /f 
h i m function 


1TEM(S) NOMENCLATURE: 

EVALUATOR: 

DATE: 

ASSIGN CATEGORY WEIGHTS:* 


TECHNIC AL . . _ 

SCHEDULE 

COS I __ TOTAL 100 POINTS 

LOGISTICS 

SUPPORT __ 

CATEGORY. TECHNICAL 

CHECK LIST SCORE ITEM A ITEM B ITEM N 

1. 

2, 

3, 

4. 

23. _ _ _ 

ITEM SCORE 

TOTAL MAXIMUM SCORE POSSIBLE 
CATEGORY: SCHEDULE 

CHECKLIST SCORE ITEM A ITEM B ITEM N 

I. 

3. 

4. __ _ ___ 

ITEM SCORE 

TOTAL MAXIMUM SCORE POSSIBLE 
CATEGORY. LOGISTICS SUPPORT 

CHECKLIST SCORE ITEM A ITEM B ITEM N 


3. 

<), 

ITEM SCORE 


I D I AL. MAXIMUM SCORE POSSIBLE 

* The weighls assigned in each cutcgoiy must be conunem>uiaie wilh individual program ami life-cycle 
cost objectives. 


Figure A2-2. Item-Selection Summary Worksheet (Sample Format). 
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APPENDIX B 


The following extracts from AFSC/AFLC Regulation 800-31 are provided only 
to assist in the development of DARCOM guidance. The inclusion of any 
part from the regulation in this appendix is meant only for information and 
not as an endorsement of the Air Force CFE/GFE acquisition and management 
system. 


Al SC/AI LC REGULATION 800-31 

13 July 147V 
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regulation is primutily eoncoincd with system/subsystem piogiams in dciiiunstiiition and validation. full-sealt 
enginoetinp development, and pioductioii phases; it does not apply to laboratory eft oils In rcscaieli (hi), 
exploratory development (<>.2i, and advance development technology (6,3), that are not acquisition efforts. It 
applies to AI'SC/AIT.C oigaiii/alious that plan, identity, select, develop, lest, ucqutic, or modily equipment to 
support (I) AI R 800-2, Acquisition Program Management; (2) APR 574. Modification Piogram Approval; ami 
(3) Al K HtKMX, Piogiam M.magemenl of Systems Acquisition lot I tneign Military Sales. 
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OMITTED 


1, Objective The policy und guidance provided in 
tins regulation are intended to: 

a. Emphasize use of standard equioment. 

b Reduce systems costs (acquisition and support) 
by promoting standardization. 

e Provide inetiiods and models lor item-selection 
and acquiaitlon-method (GFK vs CFK) decisions, 

d, Provide a method to determine whether GFE is 
available or procurable to meet program require¬ 
ments. 

e. Tieserve a written rationale tor equipment 
selection and GFE vs CPE decisions, 

2. Terms Explained' 

a. Government-Furnished Property (OFF), (De¬ 
fense Acquisition Regulation (DAR) (formerly 
ASFR)l.l-IOI 2) Property In tin 1 possession d 01 
acquiicd directly by the Government, and sub¬ 
sequently delivered or otherwise made available to 
Uio comi.'ictoi. There arc live categories of GFP: 
material, special tooling, special test equipment, 
military property, and facilities. 

b. Government-Furnished Material, (DAR 
l.t 101.4 und lf-102.5) Prop' rly provided by the 
Government that r,.ay be Incorporated into or 
attached to un end Item to be delivered under a 
contract, 01 that may he consumed m expended in 
performing a contract. Includes but is not limited to 
new, raw and processed material, parts, components, 
assemblies and small tools and supplies. In this 
regulation, Government-Furnished Material also in¬ 
cludes stock-fund consumable-type ilcim. 


c. Equipment. A major subdivision of a weapon 
system or subsystem that performs a function af¬ 
fecting the weapon system 01 subsystem's operational 
capability and readiness For the puipose of this 
regulation, equipment Is a subset of GFP a major 
functional unit, assembly, module or end Item, but 
not piece parts or components which make up an 
item of equipment. Equipment includes both mission 
equipment (1)041-type items) and support 
equipment (DO.19-type Items). In applying this regu¬ 
lation, the tcnns “equipment," "item," and “unit" 
are equivalent. 

d. Mission Equipment (ME). Any item which is a 
functional pan of a system oi subsystem, and which 
is inquired to perform mission operations, It Includes 
items such as uirc'atl radios, mlsslle-liuiu'itlng 
mechanisms, engines, constant-speed drives, munition 
pylons, coniinundand-control displays. and radar 
sets. (It may .elude nonconsurnablc/hivcsimerit 
items wiih ex <endabilits ncmerability-repiuiahillty 
codes (ERRfloK'.T, and L) 

v , c uppori Equipmehl (SE) (Al tTK/AFSCK 
800-24) All equipment required >.* make or keep a 
system commundand-contiol system, support 
system, subsystem, or cud item of equipment or 
component operational in ils intended anviromnent 
Tills includes all equipment needed to install, launch, 
uirest, guide, control, direct, inspect, test, adjust, 
calibiale, appraise, gauge, measure, aateinble, dis¬ 
assemble, handle, transport, safeguard, store, actuate, 
service, tepair. overhaul, maintain, or operate 0*. 
system, subsystem, end item, or component, as well 
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u Support Equipment for Support Equipment. 

f. Government-Furnished Equipment (GFE). 
(AFR 800-22) Item* in the pouetiion of or acquired 
directly by the Government and lubiequentiy 
delivered to or otherwise made available to the 
contractor for integration into the system or equip¬ 
ment. Equipment designated as GFE inay be 
delivered directly to the us'ng organization, GFE 
includes both mission and support equipment, ai 
defined In d and e above. This definition narrowi the 
general definition of GFP by adding the qualifier “for 
integration into the system or equipment," At a 
result, some GFP is not GFE-but all GFE it GFP. In 
general, there are five categories of property, as 
defined in DAR 13-101.0; material, special tooling, 
special test equipment, military property and facil¬ 
ities. Any of these categories of GFP can alto be 
classified at GFE if it it “for integration into the 
system oi equipment" lor a given contract. The 
following subparagraphs discuss each property 
category. 

(1) Material (DAK 13-101.4) and, more 
specifically, Government-Furnished Material (GFM), 
is not GFE unleu it it mission equipment oi support 
equipment at defined in this regulation. Consumable 
GFM is not GFE, 

(2) The Special Tooling (DAR 13-IOI.5) and 
Special Test Equipment (DAR 13-1 Jl.h) categories 
of GFP are not GFE unless they wdl be delivered at 
end Items, systems, or equipment. When delivered, 
the Item becomes either SE or ME 

(3) Facilities (DAK 13-101.H) meant in¬ 
dustrial property, which can only be classified as 
GFP, not GFE. 

(4) Military Property (DAR 13-101.7) or 
property designed lor military operations may be 
GFE (ME or SE), depending on its relationship lo end 
itoms the contiactor will deliver 

g. Contractor-Furnished Equipment (( Ft) Items 
acquired, modified, or manulactuted directly by the 
contractor for use in the system or equipment under 
contract. CFE includes both ME and SE. 

h. Air Force Designated Standard Item (AFDSI). 
An item specifically developed or acquired to fulfill 
multiple Air Force requirements, and which has been 
formally designated a slaudaid item by IIQ 11SAF. 
AFDSI includes both inventory items and Items 
under development latch H) 

1. Preferred Item, An item not sprcllically de¬ 
veloped or acquired to tulfill multiple Air Force 
requirements, but which has been subsequently 
identified by the cogm/aiit equipment development/ 
buying activity as having that potential Pieferred 
Items include both inventory items and items undet 
development latch 8). 

j. Common GFE. GF'l used in more Ilian one 
system or equipment program. 

k, Peculiar GFE. (IFF used in only one system or 


equipment program 

l. Equipment-Buying Activity/Buying Activity. 
The designated Government office, responiible for 
managing, engineering, and acquiring a specified piece 
of equipment, to support activities that require the 
equipment. 

m. GFE Manager. The individud or office the 
system/program manager hat made responiible for 
managing and coordinating the equipment selection 
and acquiaition method decision process. 

n. Preliminary Equipment List (PEL). The first 
list of screened equipment the system/program offlca 
recommends for use after the Pre-Request for Pro¬ 
posal (Pre-RFP) preliminary equipment-selection 
decision. 

o. Preliminary Muter GFE Liat (PMGFEL). The 
part of the PEL that the preliminary acquisition- 
approach decision recommends providing to the 
contractor as GFE. The PMGFEL is incorporated into 
the RFP and sent to industry for review and 
comment. 

p. Preliminary Master CFE Liat (PMCFEL). The 
part of the PEL that the preliminary acquisition- 
approach decision indicates the contractor should 
furnish u CFE. The PMCFEL Is incorporated into the 
RFP and sent to industry lor review and comment. 

q. Muter GFE Liat (MGFEL). The contractually 
binding list of all approved GFE which must be 
integrated inio the system/equipment. (This list may 
include items that are mission or support equipment, 
as defined in this regulation.) 

t. Master CFE List (MCFEL). The contractually 
binding list of all approved CFE for the system/ 
equipment. 

i. Life Cycle Cost. An item or system's total cost 
over its full life. This includes the cost of developing 
it. acquiring it, owning it (operation, maintenance, 
support, etc ) and, where applicable, disposing of it. 
lo be meaningful, life cycle coil must be given in the 
context of the cost elements it includes, the period of 
time it covers, the assumptions and conditions it 
imposes, and whether it is meant u a relative 
comparison oi sbsolute expiesslon of expected cost. 

t GFE System Program Office (SPO). The AFSC 
product-division office that hat been assigned overall 
responsibility for acquiring a specific piece of equip¬ 
ment to satlfy current or future equipment require¬ 
ments. 

u Materiel Utilization Control Office (MUCO). 
An activity at each Air Logistic Center (ALC) which 
is the ALC't single point of contact lor managing and 
controlling GFE/GFM items accepted for use on Air 
Force F.Y contracts. 

v EY. The letters "EY" plus four digits arc used 
to number stock-record accounts (SRAN) that 
identify each contractor. The contractors use these 
numbers on requisitions when they order material. 
These EY designators are used on contracts for 
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production, K&D, ami tests. Pot example, 
liY^bd Northrop Corporation, FY57b8-Sperry 
Kami. 

3, Policy : 

a. Program managers will maximize integration of 
designated standard and preferred equipment into our 
new system developments. 

b. Designated standard and preferred equipment 
will be provided to tire contractor as GFE. The 
product division commander or the designated repre¬ 
sentative must approve any exceptions to this policy. 

c. The ofgtmi/xtton (AFSC/AIT.C) responsible 
for managing selected equipment wilt acquire 
designated standard und preferred equipment to 
support AFSC program offices’ GFP. requirements. 

d. AFSC/AFLC will develop the Preferred Item 
last and keep it current. This list supplements the 
APSDIL and, when It is technically applicable, 
program manugers must use tt for system/subsystems 
Integration, 


OMITTED 


f. For each acquisition, modification, and foreign 
military sales program, lire system ot piugram man 
ugcr will tailor the methodology given in tills regula¬ 
tion's attachments to the pmgium’s spectlk needs, 
within available resources. Program and acquisition 
planning documents must describe the approach lor 
identifying, selecting, acquiring, and managing con¬ 
tracts for all equipment. 

g. Base the equipment ot item selection decision 
on a methodical screening of all known sources ut 
equipment, both Government and industry. With or 
without modification, the equipment you select must 
satisfy the technical and logistks suppoil require¬ 
ments of the systcm/equipment you will use it in 


Tins 

item-selection decision process ultimately produces 
master GFli and (TT lists which hex nine part of the 
contract When reviews and decisions ailed system 
conflguution, the piogium ollUe keeps these lists 
current throughout the contrai l period. Directorates 
of contracting and nianulactuiing will review RFPs 
bcfmc releasing them, to ensure they include master 
iiiT./m lists. 

It. Within the ovciall umsUamts of the item 
selection and acquisition method ciiteria, equipment 
will gcueially he selected according to the following 
order: 

(I) Ait Force Designated Standard Items/ 


Pieter rod Items. 

(2) Items in the Government Inventory or 
being developed under Government contract, 

(3) Commercially available items that meet 
technical and logistics requirements, 

(4) Modifications of any of the above. 

(5) New items to be developed. 

i. Whenever a program requires delivering opera¬ 
tional equipment to the Air Force, perform the 
Gl li/CFP; selection-process analysts (atuh 2) to sup¬ 
port all equipment selection and acquisition approach 
decisions, II you expect the cost of analyzing an 
item will be more than any potential aavings, tub- 
stantlutc this estimate and document it in the 
program records; then you do not need to carry out 
the selection process (atch 2). 

j. The CFfc/CFF. selection ptocesa requires using a 
systematic method to identify and select the equip¬ 
ment that satisfies systeiri/program requirements best, 
and to Identify the best way to acquire it, The 
ptocess involves two decisions that are separate, but 
interdependent: that is, an equipment selection de¬ 
cision ind an acquiiitlon approach decision. Support 
both of these decisions with explanatory documenta¬ 
tion, coordinate them wills all participants, and 
incorporate the documentation into program records. 
Program directors and managers must be prepared to 
explain the rationale lor their selection process at 
appropriate program reviews. 

k. Begin the ptooese tut choosing between GFli 
and (TT (atch 2 and figure A2-I) before submitting 
die RFF (validation, FSliD, and Production RFPs), 
and continue It throughout these phaaet at you 
identity additional requirements fur equipment. For 
die validation-phase RFP, you need not uae this GFE 
vs CFti selection process unless the equipment will 
significantly affect system design and validation. 

l. Th* acquisition-approach decision extends the 
item selection decision by showing the best way for 
the Government to provide or otherwise authorize 
inquiring the selected equipment, so the contractor 
cun integrate it into the system or equipment. Select 
an acquisition approach that is responsive to the 
requiring activity's equipment requirements and 
schedule. 

m. When a program office needs to acquire equip¬ 
ment tor ptogiim needs, it has three general options: 

11 ) Equipment can be furnished to the prime 
contractor as GFh by the DOD equipment-buying 
activity responsible foi acquiring and managing tt, 
for example 

(at AFSC product divisions, for equipment 
under development oi new equipment to be de¬ 
veloped. 

lb) AFIC Ait Uigistic Centers, for in¬ 
ventory equipment after program-management 
responsibility has been transferred, 

(e) Any other DOD equipment-buying 
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iictivi ly, 

(2) Equipment cun be furnished (o the prime 
cuntruetor as Cl I. us a result of diieet contracting 
actions with equipment contractors by the AFSC/ 
AFLC system/program office, Use this option when 
the buying activities listed in Option (I) report they 
cannot ptovide (he equipment you need 

(3) Through the contracting officer, the pro¬ 
gram office cun authorize the ptime contractor to get 
equipment us CFE. Do not use (Itis option unless you 
have eliminated Options (I) and (2) based on the 
GFE/CFE selection unulysis (utch 2). 

n, When selecting, developing, or acquiring equip¬ 
ment, consider leudtime requirements so that equip¬ 
ment will he available in time to meet the system/ 
program's schedule, 

OMITTED 

o, Contractors must be required to help cuiry out 
the DOD Standardization Ptogrum and muke best use 
of existing DOl) equipment Inventories. They must 
be specifically Invited to challenge equipment re¬ 
quired In the request for pioposal (RFP) when other 
equipment is dcmunstrubly nunc advantageous to the 
Government. 

p, Based on system ot equipment configuration, 
prepare a list of CFE which conforms to the 
component breukout ciiterlu and guidelines of DAR 
1-320, AFLCK/AFSCR 800-24, and this teguiatioii. 
Evaluate the CFE annually und consider converting It 
to GFE. 

q, When using Government-owned equipment us 
GFP on Government contracts, see the provisions of 
DAR 1-302,1 und DAR Section XIII. 

r, Process Foreign Military Sules (FMSl icquire- 
merits for GFE suppoit according to this regulation, 
unless the country requests different processing us 
rpeeiflcd In AFR 400-3, Foreign Military Sales Then 
.'onsider using GFF assets to fulfill I MS production 
md Installation requirements on u cusc-by-cuxc basis, 
depending on 

(1) The agreement with the individual 
country, 

(2) Whether the FMS weapon-system piogram 
requires single-vendor integrity. 

(3) Other conditions the countries involved 
have mutually agreed on. 


OMITTED 


t. This regulation is mainly intended for system 
and subsystem programs in the demonstration and 
validation, full-scale engineering development, and 
production phases; however, equipment selection 
must also be considered during the initial stuge of 
pmgiuni planning, 

u. Ensure that GFE/GFM used to meet FMS 
rcqiiiieiiicitts is properly billed to the FMS country. 

4. Responsibilities. All organizations responsible for 
implementing this regulation must issue s. supplement 
or local procedures, specifying how they will carry 
out (heir responsibilities. 

4 1. HQAFSC: 

u. HQ AFSC/SDD Is the OPR, and HQ 
APSC/LGY and I IQ AFSC/PMD arc the OCRs, Tor all 
A ESC GFE/CEE policies und procedures. They must 
ensure that the Product Divisions get all management 
policies und procedures. 

b. HQ AFSC/SDD U responsible for approving 
Items placed on the AFSC/AFLC Prelerred Item List 
(PIE). (ASD/AED/AX must coordinate all avionics 
items on the AFDS1L and Use AFSC/AFLC Profcrred 
Item List (AFR 800-28).) SDD will: 

(1) Jointly with HQ AFLC, develop appro- 
priule standards, methods and models to use In the 
GFE vs CFE selection process, monitor how effective¬ 
ly they are carried out, and keep them up to date. 

(2) Ensure that progrum directives give appro¬ 
priate guidance for selecting the equipment the 
system or subsystem requires, 

(3) Ensure AFSC Form 56, AFSC Program 
Direction, calls lot using AP designated standard 
items when possible. 

(4) With IIQ AFLC, develop, maintain and 
issue designated standard or preferred item lists (AFR 

800-22). 

4-2 AFSC Product Divisions will; 

a. Designate an OPR to exercise ovcrull manage¬ 
ment responsibility in formulating and maintaining 
local policies and procedures for selecting and 
acquiring GFE/CFE, 

b. Evaluate and integrate GFE/CFE practices, and 
develop and inuih’inent any Improvements they need. 

c. Develop, update and maintain the life-cycle 
cost model the sys’- m or program office uses to make 
item-selection decisions during the GFE/CFE 
selection process. 

d. Advise the system or program office on how to 
tailor the procedures in this regulation, and use 

models, so they will be suited to the 
equipment considered in the item-selection decision 
process. 

c. Help tailor the checklists for item selection and 
acquisition approach to ensure they consider relevant 
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technical performance and design aspects ut alternate 
equipment. 

f. Ensure that the Preliminary Muster GET. list 
and the Preliminary Master CFE list are specifically 
included In the RFP. 

g, Interface with AFSC/AFALD. 

4-3. AFSC or AFLC System Program Offices: 

a. System Progtam Director/Program Manager 
(SPD/PM) will 

(1) Exercise overall management responsibil¬ 
ity for selecting, acquiring, and ntunuging equipment 
to support system or program needs 

(2) In exercising system or progrum manager 
responsibility, get help from personnel in contracting, 
manufacturing, engineering, comptroller, equipment- 
buying activities, small business, Contract Administra¬ 
tion Office (CAO), and logistics. 

(3) Designate a OFF. manager or office within 
the system or program office to carry out the 
responsibilities in puru 4-3b of this regulation. 

(4) Ensure tliut system/ptogium planning and 
acquisition documentation specifically includes pio- 
gram stnitegy, criteria, and constraints for selecting, 
acquiring, and managing equipment. 

(5) Ensute the GFE/CFE selection process is 
used once mission and suppoit equipment le.pmc 
merits are identified. 

(61 Approve the way the GEI'/CIT selection 
process methodology is tailored, as prescribed m this 
regulation, to assure it is relevant to system oi 
program lequlrenienis 

(7) Ensure available equipment lists and other 
source documents arc screened to identity equipment 
that Is tuehE ally appropriate lor system or program 
needs, 

OMITTED 

(9) Ensute dial items on Mastei (IFF and (T I 
lists, and any modifications to them, ate included in 
the system or subsystem spei il nations and contiact 

(10) Ensure that the rationale lot all 
equipment selection process decisions ihrougliom the 
life of the system oi piogiam is lecmded in piugi.uu 
docimienljtioii 

(11) Eiimiic that fiie K11* includes msliiic 
lions that motivate cotitiaOors to challenge any 
recommended equipment when they can show altei 
nate equipment is more advantageous because it 
suppoitx tX)l) stainlaidi/atnm heller and makes 
better use of existing D()l> eqiiipment inventories. 

(I,)) In coordination scith the soppmling com¬ 
mand, review and appiove 

(a) The Preliminary Mastei I.IT. and ( IT 
lists in the RFP. 

(b) The Masiei (il I. and ( IT lists in the 


(c) All changes to tile Master GFE and 
CFE lists, after cntract award, resulting from the 
contractor’s recommendation or DAR 1-326, Com¬ 
ponent Bieakout Decision process. 

(13) Ensure PR/MIPRs are prepared and pro¬ 
cessed for all Developmental and Initial Operational 
Test and Evaluation, end all production GFE require¬ 
ments the SPO >1 responsible for funding, 

(14) Ensure that all Configuration Control 
Board (CCB) actions which affect the Master GFE 
and CFF. lists are brought to the attention of the, GFE 
manager so the lists can be updated. 

(15) Be prepated to present and discuss the 
rationale for all GFE/CFE selection decisions at 
program reviews. 

(16) Ensure GFE requirements arc included in 
(lie appropriate command's SE budget lor con¬ 
gressional approval. Ensure program funds aie 
available in the (IFF. acquisition, 

b. GEE Manager will: 

(1) Serve as the central point of contact for all 
GFE/CFE decisions about the system or program, 
including requests from other program offices to 
expand the use ol new development items by using 
them as GEE in additional programs. 

(2) Help the system/progiam manager prepare 
GFE/CFE planning documentation. 

(3.) Tailor the GFE/CFE. selection process 
methodology 

so it satisfies system/piogram needs, and 
monitor to keep it iclovant, 

(4) Prepare documentation to substantiate 
item-M lection and acquisition-approach decisions 
throughout the life of the program. 

(5) On behalf of the system or program 
manager, deleinmie any Foreign Military Sules con¬ 
straints that may govern the GFE/CFE. selection 
process and any subsequent DAR 1-326 component 
breakout decisions. 

((T Prepare the Preliminary GEE and CEE lists 
tor inclusion in the KIT*, 

(7) Stall a Preliminary Availability Assess¬ 
ment,.is .itch 2 ol this regulation describes, 

(8) Picpaie and process Part i of AF'SC/AFEC 
Form H, GFE. Availability Rcqucsl/Acquisitlon 
Assessment, according to the guidance in atch 3 of 
tins regulation 

(9) Assign control number to Part I of 
AESC/AEIC Foim H and maintain a file in the 
piogiam office. 

(10) Asccitam whether inventory equipment 
is available lor GFE, and assure 0 is compatible with 
the ovoiall system oi piogiam schedule. 

(11) Require die prime contractor to submit 
l>D Forms 610, GFE Requirement Schedule, to 
indicate the quantity and schedule of GEE required. 
Have the cognizant DOD CAO validate the quantity 
and schedule the contractor lias shown on Dl) Form 
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Oil), and loiwutd these data to the OFF equipment- 
buying aetivitv 

OMITTED 

(13) Prepure the Master OFF. and OFF. lists tot 
Inclusion in the contract ami, after contract award, 
keep the lists current, accurate and complete. Have 
copies of the lists (including revisions resulting from 
contract changes) sent to each ALC/Materia) Utilize- 
lion Control Office (MUCO) MMS for all OFF; items. 
Ensure the FSN is included lot each item. 

(14) Include requirements for reporting rejec¬ 
tions, failures, and shortages of GFF in the prime 
contract. Ask the contiuctor to send FSN, the 
reparabte shipper document, and the replacing 
requisition to the ALC/MUCO/MMS office, along 
with any other details about the replacement, Code 
replacing acquisitions “N94” in column 57-59, 

(15) Confirm that items or equipment on the 
Master OFF List are available, and formally accept 
Cl lose available assets before contract award (during 
source selection). Reconfirm that items on the Master 
OFF List ure still available within 30 days after 
awatding the prime contract. 

(16) Schedule (DAK 1-326) component 
breakout reviews, identify candidate breakout equip- 
meirt, and document the rationale for any and all 
breakout decisions. 

(17) Coordinate with the comptroller to 
ensure that documents Cot budget and funds transfer 
are processed properly and ptomptly to support 
svstem ot program equipment requirements. 


OMITTED 

(19) Ensure that configuration control, 
engineering, and manufacturing personnel coordinate 
with each other when they prepaic a new or revised 
AFSC/AFLC Foim 7. 


OMITTED 


( 22 ) Ensure, by including as terms of the 
contract: 


7 

(a) That the contractor uses established 
MILSTR1P procedures to prepare requisitions for 
Government inventory items. 

(b) That the SPO gives the contractor the 
correct signal code (Col 51) and fund codes (Cots S2 
and 53 ) (Ref DAR Appendix H and AFM 67-1, vot l, 
pai l one). 

(e) That the contractor enters the last 
eight digits of the contract number in the sup¬ 
plementary addtess field ot in columns 73-80. If both 
of these fields are filled, show the complete contract 
number in the “Remarks” area of the requisition. If 
necessary, mail the requisitions giving these data to 
the ALC/MUCO/MMMS office; otherwise use normal 
channels according to AFM 67-1, Part eight, Chapter 
2 . 


OMITTED 


(23) When MUCO requests, validate require¬ 
ments fot items held in MUCO account, so items no 
longer required can be purged. 

(24) When changes will affect the OFF 
delivery schedule, furnish full details to the 
equipment-buying activity promptly. 

(25) With the equipment-buying activity, 
mutually identify and resolve significant OFF prob¬ 
lems. 

(26) Ensure that the contract establishes 
necessary conti ols to process GFF1 shortages and 
rejects promptly. 

(27) With the equipment-buying activity, 
ensure that excess OFF is disposed of in accordance 
with contract provisions. 

(28) Monitor and process ECPs when the 
system or Cl specifications (paragraph 3-1, 3-1-3, or 
3-1-6) change. 

(29) When contract changes affect OFF, en¬ 
sure that the contractor submits or revises DD Form 
610, CiFF Requirement Schedule (Di-P-6162). If the 
quantity and schedule requirements shown on the DD 
Forms 6)0 change, have the cognizant DOD CAO 
validate tire changes. 

(30) Maintain up-to-date records of FMS 
items for billing purposes. 

(31) Maintain records of ail items tequested 
by or piovidod to other programs as GFF.. 

44. Equipment-Buying Activities will; 

a. Develop a formal business strategy to find out 
whether they can buy GFF to satisfy system or 
program requirements, 

b. Assume total management responsibility for 
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any GIT Iliat they have either had assigned tu them 
or accepted tor development or acquisition. 

c. Respond promptly to the system or program 
office's GFE Availability Request/Acquisition Assess¬ 
ment (paragraph 3b(2) of ateh 2 to this regulation). 


OMITTED 


e 

f. Ensure that the configuration of the GFE item 
being acquiied agrees with the configuration in the 
AFSC/AFLC Form 7. 

g. For an equipment item, combine ptoduelion 
requirements and spates lequiiements into a single 
total requirement wherovet possible. 

h. Imsitre that the (II I: vendor contracts include 
all tequitemenis lot provisioning, logistic support, 
engineering data, and system or ptogtam data. 

t. It there are changes in configuration or changes 
in the GI F deltve.y schedule which may affect the 
system or program’s contiuct, notily the system or 
progtatn office pintiptlv. 

j. Process Material Deficiency Repoits (MDKst 
according to TO UO-35D-*>4 ut the provisions of the 
OFF vendor’s contract warranty. 

k With the system ot progtatn office, mutually 
resolve all significant GIT ptoblems. 

l. In cooperation with the SPD/PM, ensure that 
excess GPF is disposed of in accordance will 
contract piovisions. 

m. Process "Reject" ptoblems il and when they 
occut. All conducts should tell what to do it the 
cnnductoi receives GIT/GFM iUms that ate uuat- 
ecptahle. 

4-5 HO AFLC: 

a. AFTf/LO is the OPR lot APIC GFI/GI 1/ 
GEM policy and pioccduies to support development 
and production contiacl.s. 1.0 ensnies that all man 
agcine’iit policies and pioccduies ate sent out to 
AFAL.D. AGMC. CASH, and Al t's 

b. Ptovide guidance and piogtamming data 
needed to establish sttppoit requirements for ptodtic- 
lion and modification piogiams. 

c. Ensure that the APEC I oim 1208, Ptogtam 
Action Ditectivc. gives guidance lot using Air l-'oiee 
Designated Statulaid Items (AFI).SIs) and lor select¬ 
ing the til l' the system or subsystem tcquircs. 

d. Al l.C/CASO/l t)DS is the OPR for the Al St / 
Al FC Pteferred Item Fist, and approves all AFIX'- 
managed items on the list. (ASD/AI D/AX must 
coordinate all avtoniis liems placed on the AFDSII. 
and the AFSC;AFLC Pieletieil Item Fist (AFK 
800-28).) 


e. With A ESC, AFLC/CASO/LODS plans, de¬ 
velops, maintains, and issues the AFSC/AF1.C Pre¬ 
ferred Item List. Program managers use this list to 
select preferred equipment for system integration. 

f. Using advance planning data from system pro¬ 
gram managers, program funds and budget to acquire 
GFK equipment to sunport future progtams. 

g. Develop policy for acquiring engineering and 
technical data for GFE/CFF. 

4-6. ALC: 

a. The D/MM (MMM)wUI: 

(1) Establish controls to ensure compliance 
with this regulation and AI M 67-1, vol 111, part one, 
chap 9, sec II, and designate an ALC manager to 
monitor CFE/GFM operations for the ALC. 

(2) Establish controls for processing: AFSC/ 
AFLC Forms 8 Purchase Requests (PR), Military 
InterdepaitmcntaJ Purchase Requests (MIPKs), and 
AFLC/AFSC Form 7. EY contractor requisitions. 

(3) Ensure that approved GFE items (initially 
requested on AFSC/AFLC Form 8 and formally 
accepted by the Program Office are placed in Material 
Utilization Control Office (MUCO) holding accounts 
to satisfy system or program requirements. 

(4) With help fioni engineers and the program 
office, ensure that any available assets meet the 
technical requirements of the specifications and of 
the system being developed or modified. 

(5) Inform the system manager and the AFSC 
Ptogram Manager of all configuration changes. 

b. I he MUCO will 

(1) Receive all AFSC/AFl.C' Forms 8 from the 
SPO and establish a lilc folder for each item, which 
will contain all pertinent data about it. 

(2) Assign control numbers and establish a 
control system for forms, then send them to the 1M 
for necessary action. 

(3) When tequned, ask the Defense Property 
Disposal Service (DPDS) or other services about 
availability and acquisition assessment. 

(4) Altei the IM has completed AFSC/AFLC 
Forms H. review them lor completeness, update files, 
sign the forms, and I'm ward them to the system oi 
ptogram office. 

(5) (.hi receiving the systcm/progiam office's 
acceptance of available serviceable/teparable assets: 

(a) After the PO has submitted the project 
order (Al- Form 185), notify the IM to adjust the 
repair (M1STR) schedule to meet the program's 
requirements Have the repaired assets placed in the 
MUCO account, and keep the SIM informed. Notily 
(MMMM) office when equipment is tepaiied and 
shipped, so they can have Financial Accounting bill 
it. 

(b) Prepate Ml 1ST RIP requisitions, using 
the MUCO account tiumbet, and send them to the 
proper supply souuo to get available assets, Hold 
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assets in the MUCO account until the SPO/Con(raelor 
sends shipping instructions. (If assets are available 
from another scrviee/PICA. the SPO must give the 
MUCO fund codes for tl it- requisition, so it can be 
billed properly.) 

(c) Assets obligated for use as GFE cannot 
be released for any other purpose unless the requiring 
activity gives permission. 

(6) After the SPO accepts an oiler, and the 
ALC takes the necessary supply action, tell the 
program office the status of each item, including the 
quantity available, repair status, location of assets, 
etc. 

(7) Receive, process, or reject requisitions 
from the program office or the contractor. If assets 
(total or partial) are not available or cannot be 
slopped as required, advise the program office or 
contractor. The MUCO will receive, store, and ac¬ 
count for GFE items which the production con- 
ti.ictoi cannot accept. 

(8) Reparable assets are not normally stored 
in the MUCO account. 

(9) Semiannually, validate the CPC in the 
MUCO account with the ssstem or program office. If 
the program ollice no longer requires assets, the 
MUCO gets disposition instructions from the 
applicable IM. 

(10) Coordinate on all PR/MII’Rs initiated, to 
ensure that releasable assets ate used bclore aequiiing 
mote. 

e. 1 he Inventory Management Division will: 

(1) Receive (Irum the MUCO) and process 
AI SC/AI LC forms 8 for both “preliminary” and 
‘ filial’ program requirements. Maintain necessary 
historical records, and icturn forms through the 
MUCO to the program otlice. II an item requested on 
the Af'SC/AflA form 8 is managed by another 
service (PICA), call or send a message to the PICA lot 
data to complete the lorm. Ensure that the form 
indicates whether the item is “tree" oi whether Af'SC 
must reimburse tot it. 

(2) Picpure and submit (tlmmgii the MUCO) 
amended Parts II and III of A F SC/AFLC Forms 8 
when iiifoimatinii m previous documents is no longer 
valid. 

(3) On receiving the program office I’R/MIPR, 
ieverify requirements and assets, then cooidiuate. 

(4) Piepa'e and process PR MIPRs for all 
spares that Al IX funds to support the new pio- 
gi.limned requirements, including provisioning and 
'iiginecring dale, to select repair parts If necessary 
begin an advance PR and process as required. When 
provisioning data are not necessary to support the 
acquisition, ensure that live appropriate AFLC- 
logistics-data system begins turn.turning early enough 
to provide repair parts at all authorized levels of 
maintenance, 

(5) When a PR is tor the next fiscal year’s 
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replenishment spares, mark it “Advance PR” and 
send it to the accounting and finance division. 
Forward copies of these PRs to the due-tn asset 
activity so they can be entered into the “due-in” asset 
system (JO-41). 

(6) Provide the standard item support re¬ 
quired for installed GFE items during Development 
Test and Evaluation (AFR 67-19). 

(7) In processing and coordinating PRs/ 
MIPRs, forward the SM’s monthly delivery scnedule 
showing numbers of items needed for kits, SE and 
spares (Al IXR/AFSCR S7-7). 

(8) Supply the Technical Orders or the work 
packages for repairing or overhauling items. 
Requisition TOs according to TO-OO-S-2, Section VI. 

(9) Process EY requisitions from weapon 
system contractors or system program office. Ensure 
that Columns 51, 52 and 53 of each requisition 
contain correct codes for either billing or free issue. 

(10) Revise M1STR schedules as required to 
make assets available when production contractors 
need them. 

(11) Process MUCO requisitions for available 
items and budget for items that the SPO formally 
accepts, but which AFLC is responsible for funding. 

< 12) With the aid of the Equipment Specialist 
and Technicians, select items for Preferred Item List 
using AFLC/AFSC Form 6. 

(13) When other Government organizations 
manage items, and the Air Force is not currently 
listed as a user, ensure that these items are put in the 
Air Force system and Air Force is listed as a user, 
d The AFLC PR/MIPR Control Office will: 

(1) Receive PR/MIPRs and establish controls 
over them. 

(2) Ensure they are processed according to 
AFLXR/AFSCR 57-7. 

4-7 Air Force Acquisition Logistics Division 
(AFALD): The responsibilities of the AFALD include 
planning early support, improving availability, 
support ability, and readiness; reducing life-cycle cost; 
improving methodologies for system support and 
acquisition; emphasizing logistics objectives in busi¬ 
ness strategy; providing operational experience, and 
improving interfaces between AFSC, AFLC. and 
using commands. Specific support is available, 
throughout the item selection and GFE-vs-CFE 
acquisition process, to help realize these and other 
goals. 

a AFALD/AQ, Deputy for Sdategic, Space, and 
Electronics Programs, and AFALD/SD, Deputy for 
Aeronautical and Armament Programs, will 

(1) Lnsure that the AFLC SMs gel copies of 
PRs and correspondence about problems on GFE 
items for the assigned system. 

(2) Keep the subsystem program managers, 
AFLC IMs/MUCOs, informed about subsystems 
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Mipputl. 

(3) I line t it >:i us Ally's local point lot tlic 
subsystem program man.igcis. 

14) l.nsute the ptogtam managers include 
loge-lns consult'iatums in subsystem actions. 

(5) l.usuic SM/IM ami technology lep.m icn- 
ter U'K(') support is provided, including support of 
test programs. 

(t>) Keep the SM/IM/MUCO and the progiain 
office informed about major logistics problems. 

(7) Help the program manager with logistics, 
including actions of the configuration control hoard, 
technical assistance with logistics, and review of 
applicable contract actions. 

b. AFALD/PT, Deputy for Product Evaluation, 
Engineering, and lest will: 


Maintain “lessons learned" data bank and provide 
tailored “lessons learned” packages to Program 
Offices, ALCs, oi other GFL/CFF scieetiers upon 
request. 

4.H Air F orce Plant Representative Office (AFPRO)/ 
Cognizant Contract Administrative Office will; 

a. Validate quantities of OFF the contractor 
requests. 

b. Verily schedule setbacks front on-deck dates to 
installation dates. 

c. Verify that the contractor’s proposed installa¬ 
tion point is the best time to install the GFE. 

d. Recommend whether local repair should be 
authorized and what repair capability will be re¬ 
quired. 
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